,<Wrr imd Execnfeom tor ^as^ aw H ^ia^d do. *hc floor cf "vfw&fc 



^ Phone Clerk takes order form client or upstairs broker 




:'lh^\avaskA : sndht^.busr//Mti active the: 




Phone Clerk writes order on order sheet and time stamps 
it and then gives it to the runner 



\\ Rurmer gives the order sheet to the broker tn the ring. 



Ring broker executes the order Writes the execution 
price,, time and quantity and then after executing order 
he passes the filled order sheet to the runner 



PJcsim : "bear in rntnti thai, trades ' 



Runner gives the executed order sheet to the phone 
clerk. 



Phone clerk calls the client and confirms the execution 
of trade by phone If an upstairs broker placed the order 
^ on behalf of client, then phone clerk calls the upstairs 
broker and in turn the broker confirms execution with 
the client- 



Figure 1 



Back Office AtHvtty: TK^rvthmd^exeoil^wiLiSdteKpv^fsd - 



&mie(iiiies screen dels have to stand on 

om<f^i«tv £C tsncr tfc.it tnry <ruv 

have more thai 100 tracks to enter wibm 




If lbs. /tfxeea ... cfert entered wuug 
information for instance; entered buy 





Rmg Broker or trader gives a copy of the executed trade 
sheet to a screen clerk every 1 5 minutes 



Screen clerk finds an available exchange system 
terminal. Enters all the trades manually into the system 



Exchange system matches buy and sell side entries by 
broker or trader codes, contract month, size, and price- 
Exchange then reports the matched trades of the brokers 
and traders to the clearing firms of clients or traders. 



Clearing firm sends the daily statement to client or 
traders next morning. 



Durinc the process an enormous amount 


of time is cpmnnUed lo < 
"» of the time spent oil 


Lata entry and 
the exchange 


flowO Ww the hbsjV* is -actor o»er 


5 may be "one to two 11 


Mir delays in 


Veportmgthetrad«b>'thee<diaDge. The 


total time wasted i. 24 hoi 


TV St! ' 



Figure 2 



The ramifications, of a ; trade. affifiK^tg- 
bought instead of sold can be m<xrr0sy£g 

fesul^m 3 major Joss instead |jd|pji|^' 
Chcatipould have been, on the pgtoade SM 
: IKe 'irat^ 

Koolhelosmg.side: t^N^T 
i?)Mgta)ker.*xecuted at: the wrpn'^n^i3£J; 
jnzc, Cfient could lose a kt ^^^^g 
because of the Wrong execationJ^ce?J^ 

me, v ~jgjj§>jl 



Client or trader checks the dally report from clearing firm to confirm the 
previous day's trades ft is up to the client to contact the phone clerk 
before the market opens and ask for the correction 



There are times-th3r|rhej!«*^'ma^ .ar^^fr 
s B»steact 




If chert Contacts Smg h^^c$$fjgg& 
» open then the ring fer*erTS to?^raf^|fiejj 
f err^ W%n&*akcn. e^^g^gg 

cuentiContacts J *~ * '~"'~' a - — * - — 




.vopenjjTOien; 

oi'» revi'l in - in a I >s iodic.!' 



The ttan]>ejs^^^cfj«^|5|djd,,4eg; 




Different info is 
reported 





The trade is a buy instead of a sell or a 
different size or price is reported Screen 
clerk entered the wrong data or ring broker 
mistook the trade 



Exchange did not receive one side of the 
trade or the screen clerk entered the wrong 
data in the exchange terminal 



Ring broker has to take the time to research the cause of the error and 
remedy the problem- If it is a clerical problem then screen clerk tries to 
correct the error on the exchange terminal 



If it is not a clerical error then the ring 
broker initiates the right trade to give to 
client and eats the loss caused by the error. 



Screen clerk has to find the wrong data 
and correct the error or enter the trade all 
over again 



X 



-4 ) Phone clerk calls the client and reports whether the error is resolved 




If ring broker does not accept the error 
then client and the rmg broker go to 
it arbitration to resolve the problem The 
process can take from one month to a year 
but in the interim client sustains the error. 



Ring broker accepts the error then he takes 
the monetary loss and wastes time during 
the process 




Figure 3 
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Figure 4 



BIG BOARD 




Figure 4a 



Trad£Ex><^o<vI^ Office-Activity 



«Clf^%arf'ciiU'4hei'acdian^iIoor directly.; 
oran^brKtarfsIirofceftapl*c#c«iers' ! ' >• 



.■JTicre.'is.no need>fpna phaoe\deric.!io.take,.: 
.'t^ctets/. front cuer^rThis^elirnHiates |5ho(«?'-- 

'rmddkmitav betweaJs1besB<Jient pand.sijrmg* 
brolcer' v * ^ ^ 



There js no ledger a peed fat jTscrecn. 

exenange system terminal /or trade, 
matching. Then; is no lotiijiy-a heedsforai:. 
screen clerk to collect the tradesr-every i5 
;■: mmutesi'siSnK jtatirff-^tooessi^jssauitMiiatcd'.f 

c3eriL^saI?fy and saves valuable time frac 

the middleman, betwea]. the ring, broker 
andtheeAchango. 

Excbamj: svstah matches buy and sell 
^db-Si«itness;attoiroa<icalfy?rairf?1hore:!.lf6j 
ledger is arty* room for mismatches of: 
iradwLw > * «. 



Theye is no- need for- a phone cferlc t<* 
confirm the executjai} of tiie order 1 by 
■phone. Valuably tune K sawd. ^ 



There jjd longer is aaj loom for s nng; 
broker |o mistake aii order For mstance 
swtfeh. Jbs*imj "wjtb. t aeU at execute; the 




High net worth 
client can 




Call nng broker directly to 
place an order 



Call upstairs broker to place an 
order. 



Fill order sheet over Internet to 
submit or send e-mail to nng 
broker to p lace an order. 



Ring broker enters the order 
in the virtual order sheet 
through a virtual keyboard 
or verbally announces ri- 



lling broker receives the order into the virtual order sheeL 



Ring broker announces the trade verbally or touches the order in the virtual order sheet- 



Ring broker looks in the virtual ring to find a counter party and either touches the badge or announces 
the badge number of the counterparty 



Upon the completion of the trade, the executed order automatically moves from the virtual order 
sheet to the virtual executed trade sheet A copy of the trade is immediately e-mailed to the clearing 
firm of the client 



A confirmation of the execution is e-mailed to client In case the client submitted the order through 
the Internet order sheet, confirmation is displayed immediately on the client's screen and e-mailed as 
well 



Clearing firm sends the daily statement to client or trader after the marfcet close There no longer is a 
need to wait 24 hours to receive the daily activity statement from the clearing firms 



Client or trader checks the daily report from clearing firm to confirm the previous day's trades. Since, 
4 no disputed trades can occur, no discrepancies can appear on the daily statement. There is little need 
for arbitration committees to settle price, si2E of execution disputes 



Figure 5 




Figure 6 



Virtual Exchange Corporation 



Exchange Clearing House 



Exchange Clearing 
Member Firms 



Exchange Non- 
clearmg 
Members 
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Figure 7 
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Jul. 


Aug. 


Sep. 


Jul. 


Aug. 


Sep. 


Aug. 


Sep. 


Oct 


Aug. 


Sep. 


Oct. 


LAST 7 


34900 


35110 


34965 


3091 


2950 


2910 


9809 


9876 


9943 


10112 


10026 


9940 


LAST 6 


34700 


34910 


34765 


3089 


2948 


2913 


9807 


9874 


9941 


10113 


10027 


9941 


LAST 5 


34500 


34710 


34565 


3090 


2945 


2912 


9806 


9873 


9940 


10110 


10024 


9938 


LAST 4 


34400 


34610 


34465 


3092 


2947 


2911 


9808 


9875 


9942 


10108 


10022 


9936 


LAST 3 


34600 


34810 


34665 


3093 


2946 


2909 


9809 


9876 


9943 


10107 


10021 


9935 


LAST 2 


34700 


34910 


34765 


3095 


2944 


2907 


9811 


9878 


9945 


10105 


10019 


9933 


LAST 1 


34900 


35110 


34965 


3094 


2943 


2906 


9813 


9880 


9347 


10103 


10017 


9931 


LAST 


35000 


35210 


35065 


3093 


2942 


2905 


9815 


9882 


9949 


10104 


10018 


9932 


OPEN 


34300 


34S10 


34365 


3095 


2955 


2885 


9811 


9878 


9945 


10101 


10015 


9929 


HIGH 


35300 


35900 


35755 


3098 


3020 


2935 


9822 


9889 


9956 


10119 


10033 


9947 


LOW 


33900 


34050 


33905 


3088 


2934 


2865 


9803 


9870 


9937 


10098 


10012 


9926 


VOL. 


32,980 


35,231 


29,789 


175,871 


76.234 


54,979 


45,023 


34,901 


26,789 


43,097 


38766 


24585 


NET 


800 


820 


825 


-3 


-7 


24 


3 


3 


7 


-1 


3 


-5 


SETTLE 


34200 


34390 


34240 


3096 


2949 


2881 


9812 


9879 


9S42 


10105 


10015 


9937 
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Figure 8a 




Figure 8b 




Figure 8c 



